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HONG KONG FOR TREASURY REP SHARPE 

E.O. 11652: N/A 

TAGS: EFIN, EAID, MY 

SUBJECT: JAPANESE LOAN TO MALAYSIA 

1 . GOJ, THROUGH OVERSEAS ECONOMIC COOPERATION FUND, HAS 
RECENTLY AGREED TO PROVIDE GOM WITH US$42 MILLION IN 
CONCESSIONARY FINANCING FOR PURCHASE OF JAPANESE GOODS AND 
SERVICES ASSOCIATED WITH AN ELECTRIFICATION AND ROAD 
CONSTRUCTION PROJECTS. TERMS OF THE LOAN, THE LAST UNDER 
THE THIRD YEN CREDIT, ARE 20 YEARS. WITH SEVEN YEAR GRACE 
AND INTEST OF 3.25 PERCENT. THIRD YEN CREDIT LOANS TO 

GOM HAVE TOTALED US$142.5 MILLION. 

2. JAPANESE EMBASSY SOURCE HAS INFORMED EMBASSY THAT GOM 
IS INTERESTED IN NEGOTIATING A FOURTH YEN CREDIT BUT PRESENT 
IS OF OPINION THE LEVEL OF MALAYSIAN DEVELOPMENT HAS 
REACHED POINT THAT FURTHER CONCESSIONARY FINANCING IS 
NOT WARRANTED, I.E. MALAYSIA CAN AFFORD TO PAY FOR 

WHAT IT WANTS. HOWEVER, SOURCE CONTINUED THAT GOJ 
WOULD CONTINUE TO BE FORTHCOMING ON TECHNICAL ASSISTANCE 
LIMITED OFFICIAL USE 

LIMITED OFFICIAL USE 
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TO MALAYSIA. 

3. COMMENT: WE UNDERSTAND FROM JAPANESE EMBASSY HERE 
THAT SEVERAL MINISTRIES IN GOJ CORRECTLY OPPOSE FURTHER 
CONCESSIONAL OANS TO MALAYSIA BECAUSE OF ITS RELATIVELY 
HIGH LEVEL OF ECONOMIC WELL-BEING. PROVISION OF FOURTH 
YEN CREDIT ON CONCESSIONAL TERMS THEREFORE DIFFICULT 
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WITHOUT MALAYSIAN PRESSURE AT POLITICAL LEVEL AS OCCURRED 
DURING NOVEMBER 1976 VISIT OF GOM FOREIGN MINISTERS TO 
TOKYO (KL 6683). WE EXPECT GOM TO CONTINUE TO RAISE ISSUE 
UNTIL SATISFACTORY RESPONSE ACHIEVED. NOTE: ORIGIN OF 
YEN CREDITS WAS POLITICAL IN NATURE, I.E. MUTUALLY ACCEPTABLE 
MANNER OF DEALING WITH WAR REPARATIONS ISSUE WHICH HAS 
SINCE FADED. 

UNDERHILL 
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